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§630.40 Contents of the quarterly re-
port to investors.

(a) General. The quarterly report to
investors shall contain the information
specified in this section along with any
other material information necessary
to make the required disclosures, in
light of the circumstances under which
they are made, not misleading. The
quarterly report must be presented in a
format that is easily understandable
and not misleading.

(b) Rules for condensation. For pur-
poses of this subpart, major captions to
be provided in interim financial state-
ments are the same as those provided
in the financial statements contained
in the annual report to investors, ex-
cept that the financial statements in-
cluded in the quarterly report may be
condensed into major captions in ac-
cordance with the rules prescribed
under this paragraph.

(1) Interim balance sheets. When any
major balance sheet caption is less
than 10 percent of total assets and the
amount in the caption has not in-
creased or decreased by more than 25
percent since the end of the preceding
fiscal year, the caption may be com-
bined with others.

(2) Interim statements of income. When
any major income statement caption is
less than 15 percent of average net in-
come for the 3 most recent fiscal years
and the amount in the caption has not
increased or decreased by more than 20
percent since the corresponding in-
terim period of the preceding fiscal
year, the caption may be combined
with others. In calculating average net
income, loss years should be excluded.
If losses were incurred in each of the 3
most recent fiscal years, the average
loss shall be used for purposes of this
test.

(3) The interim financial information
shall include disclosure either on the
face of the financial statements or in
accompanying footnotes sufficient to
make the interim information pre-
sented not misleading. It may be pre-
sumed that users of the interim finan-
cial information have read or have ac-
cess to the audited financial state-
ments for the preceding fiscal year, and
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the adequacy of additional disclosure
needed for a fair presentation may be
determined in that context. Accord-
ingly, footnote disclosure that would
substantially duplicate the disclosure
contained in the most recent audited
financial statements (such as a state-
ment of significant accounting policies
and practices) and details of accounts
that have not changed significantly in
amount or composition since the end of
the most recently completed fiscal
year may be omitted.

(4) Interim reports shall disclose
events that have occurred subsequent
to the end of the most recently com-
pleted fiscal year that have a material
impact on the System. Disclosures
should encompass, for example, signifi-
cant changes since the end of the most
recently completed fiscal year in such
items as accounting principles and
practices, estimates used in the prepa-
ration of financial statements, status
of long-term contracts, capitalization,
significant new indebtedness or modi-
fication of existing financing agree-
ments, financial assistance received,
significant business combinations and
liquidations of System institutions,
and terminations of System institution
status. Notwithstanding the provisions
of this paragraph, where material con-
tingencies exist, disclosure of such
matters shall be provided even though
a significant change since yearend may
not have occurred.

(5) In addition to meeting the report-
ing requirements specified by existing
accounting pronouncements for ac-
counting changes, state the date of any
material accounting change and the
reasons for making it.

(6) Any material prior period adjust-
ment made during any period covered
by the interim financial statements
shall be disclosed, together with its ef-
fect upon net income and upon the bal-
ance of surplus for any prior period in-
cluded. If results of operations for any
period presented have been adjusted
retroactively by such an item subse-
quent to the initial reporting of such
period, similar disclosure of the effect
of the change shall be made.

(7) Interim financial statements fur-
nished shall reflect all adjustments
that are necessary to a fair statement
of the results for the interim periods
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presented. A statement to that effect
shall be included. Furnish any material
information necessary to make the in-
formation called for not misleading,
such as a statement that the results for
interim periods are not necessarily in-
dicative of results to be expected for
the year.

(8) If any amount that would other-
wise be required to be shown by this
section with respect to any item is not
material, it need not be separately
shown. The combination of insignifi-
cant items is permitted.

(¢c) Discussion and analysis of interim
financial condition and results of oper-
ations. Discuss any material changes to
the information disclosed to investors
pursuant to §630.20(g) that have oc-
curred during the periods specified in
paragraphs (d)(1) and (d)(2) of this sec-
tion. Provide any additional informa-
tion needed to enable the reader to as-
sess material changes in financial con-
dition and results of operations be-
tween the periods specified in para-
graphs (d)(1) and (d)(2) of this section.

(1) Material changes in financial condi-
tion. Discuss any material changes in
financial condition from the end of the
preceding fiscal year to the date of the
most recent interim balance sheet pro-
vided.

(2) Material changes in results of oper-
ations. Discuss any material changes in
the combined results of operations of
the System with respect to the most
recent fiscal year-to-date period for
which an income statement is provided
and the corresponding year-to-date pe-
riod of the preceding fiscal year. Such
discussion shall also cover material
changes with respect to the most re-
cent fiscal quarter and the cor-
responding fiscal quarter in the pre-
ceding fiscal year.

(d) Financial statements. Interim com-
bined financial statements must be
provided in the quarterly report to in-
vestors as set forth in paragraphs (d)(1)
through (4). Indicate that the financial
statements were prepared under the
oversight of the System Audit Com-
mittee.

(1) An interim balance sheet as of the
end of the most recent fiscal quarter
and a balance sheet as of the end of the
preceding fiscal year.
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(2) Interim statements of income for
the most recent fiscal quarter, for the
period between the end of the preceding
fiscal year and the end of the most re-
cent fiscal quarter, and for the com-
parable periods for the previous fiscal
year.

(3) Interim statements of changes in
capital stock and surplus (or, if appli-
cable, interim statements of changes in
protected borrower capital and capital
stock and surplus) for the period be-
tween the end of the preceding fiscal
yvear and the end of the most recent fis-
cal quarter, and for the comparable pe-
riod for the preceding fiscal year.

(4) Interim statements of cash flows
for the period between the end of the
preceding fiscal year and the end of the
most recent fiscal quarter, and for the
comparable period for the preceding
fiscal year.

(e) Supplemental information. The in-
terim report shall present supple-
mental information in accordance with
the requirements of §630.20 (m)(2),
(m)(3), and (m)(4), as well as other re-
quirements and instructions of the
FCA, and shall include, at a minimum,
the following:

(1) Supplemental balance sheet infor-
mation as of the end of the most recent
quarter; and

(2) Supplemental income statement
information for the period between the
end of the preceding fiscal year and the
end of the most recent fiscal quarter.

(f) Review by independent public ac-
countant. Unless otherwise ordered by
the FCA as a result of a supervisory ac-
tion, the interim financial statements
and supplemental information need not
be audited or reviewed by an inde-
pendent public accountant prior to fil-
ing. If, however, a review of the report
is made in accordance with the estab-
lished professional standards and pro-
cedures for such a review, a statement
that the independent accountant has
performed such a review may be in-
cluded. If such a statement is made,
the report of the independent account-
ant on such review shall accompany
the interim financial information.

[69 FR 46742, Sept. 12, 1994, as amended at 71
FR 5768, Feb. 2, 2006]
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